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PREFACE TO FIRST EDITION. 


It is hoped that this little book may prove useful 
to students working for the examinations of the 
Institute of Chartered Accountants, the Incor¬ 
porated Society of Accountants and Auditors, 
and other recognised bodies, as affording in a 
concise manner a general idea of the principal 
points requiring the Auditor’s consideration in the 
audit of various classes of undertakings. 

Although certain points of detail are common 
to most kinds of audits, it has been thought 
advisable to recapitulate on each occasion the 
more important of these, in order that the reader 
may have a bird’s-eye view of the whole audit 
in each case, without having to tax his memory 
for the ordinary detail work. 

The Authors desire to draw attention to the 
fact that, although these audit programmes could 
properly form the basis of the work necessary in 
most cases, at the same time every audit must be 
judged according to the circumstances, and no 
definite formula can be laid down as always 
applicable. In many cases considerable amplifi¬ 
cation would no doubt be necessary. 
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PREFACE TO FIRST EDITION. 


It will be observed that the suggestion that 
the Auditor should ascertain the system of internal 
check in operation has been repeatedly made. 
This phrase indicates some system of account- 
keeping and the checking thereof by the staff of 
the business, so arranged, that collusion between 
two or more persons becomes necessary before 
fraud can remain undetected for any length of 
time. It is obvious that the system of internal 
check will vary according to the circumstances 
of each business, and of course in practice it is 
frequently more or less incomplete, and it is there¬ 
fore impossible to deal with the subject more 
fully. The practical importance to the Auditor 
of an exact knowledge of any system in operation 
is unquestionable, as in all large audits the work 
to be done by the Auditor will be in direct relation 
to the system of internal check employed. 

The following notes have been arranged as 
concisely and shortly as possible, much in the 
same way as would be employed in an audit 
notebook in practice. 


ERNEST EVAN SPICER. 
ERNEST C. PEGLER. 


Bartlett Hotjse, 

9, Basinghall Street, 
London, E.C. 2. 

January , 1908. 



PREFACE TO EIGHTH EDITION. 


In preparing this Edition we have revised 
the text where necessary and have included 
additional Programmes relating to the Accounts 
of Bill Brokers, Costumiers, Medical Prac¬ 
titioners and Produce Brokers, and also to an 
Investigation for Prospectus Purposes. 


ERNEST EVAN SPICER. 
ERNEST C. PEGLER. 


Bartlett House, 

9, Basinghall Street, 
London, E.C. 2. 
November , 1928. 




AUDIT PROGRAMMES. 


ERRATA. 


Page 25— -Last two lines. 

For “ Companies (Consolidation) Act, 1908 ” 
read “ Companies Act, 1929.” 

Page 77— Auditor's Report. 

The form of the Auditor’s Report under 
§134 (l) of the Companies Act, 1929, is as 
follows: — 

“ I have examined the above Balance Sheet, and 
have obtained all the information and explanations I 
have required. I am of opinion that the same is 
properly drawn up so as to exhibit a true and correct 
view of the state of the Company’s affairs according 
to the best of my information and the explanations 
given to me and as shown by the books of the 
Company.” 

Page 101— Third line. 

For “§65 of the Companies (Consolidation) 
Act, 1908” read “ § 113, Companies Act, 1929.” 

Page 103— Sixth line. 

For “§89 of the Companies (Consolidation) 
Act, 1908 ” read “ § 43 of the Companies Act, 
1929.” 

Page 103— Auditor's Report. 

The Auditor’s Report under § 113 of the 
Companies Act, 1929, should be as follows:— 

“ h the undersigned, being the Auditor of the 
Company, hereby certify that so much of this Report 
as relates to the Shares allotted, the Cash received in 
respect of such Shares, and the receipts and payments 
of the Company on Capital Account is correct.” 
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§ 1. BANK. 

The following are the principal points in the 
audit of a Bank :— 

(1) Obtain written Statement of Internal Check 
* and List of Books. 

(2) Attend on the last day of the period, and 
S count and weigh Cash in hand; obtain 

Certificates for Cash at the Bank of 
England and other Banks. 

(3) Verify Cash articles ; these are cheques, &c., 
received too late on the last day of the 
accounts to be cleared. These can be 
vouched by seeing that they come through 
in due course in the next few days. 

(4) Verify all the Investments belonging to 
y the Bank, and note piice, comparing with 

market value. If the total book value is 
above the market value, reserve should be 
made. The usual precautions must be 
taken to prevent the same securities being 
produced twice. 

(5) Examine Bills in hand, and see proper 
^ provision is made for Doubtful Bills. See 

securities lodged against Bills. See that 
proper provision is made for rebate. (This 
represents proportion of discount not earned 
at the date of the Balance Sheet.) 

(6) Examine securities deposited against loans 
and overdrafts, and see safe margin allowed. 

B 
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BANK. 


(7) Check Ledger balances on current, deposit, 
and loan accounts. 

(8) See that all proper interest accruing has 
been taken credit for, but that interest on 
stale or bad accounts is not taken credit 
for, or, if so, is otherwise provided against. 

(9) Test the transactions in Foreign Currency, 
and see that profit or loss on Currency 
Accounts is properly ascertained. 

(10) See proper provision is made for Bad Debts. 

(11) Keep all secret reserves under notice, and 
do not allow securities written off to escape 
verification. 

(12) Examine the Title Deeds representing Bank 
premises, &c. 

(13) It should be seen that the pass books are 
examined and initialled each half-year by 
some responsible official of the Bank. The 
Auditor should himself select a certain 
number and test them with the Ledgers. 

(14) If not instructed to visit the Branches, 
examine the certified returns, and see that 
they are properly incorporated in the Head 
Office Books. 

(15) Vouch all payments for expenses. 

(16) The General Ledger, which contains in sum¬ 
marised form the whole of the transactions 
must be checked entirely. 

(17) Generally test the detail work here and 
there, checking different portions on the 
occasion of each audit. 
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§ 2. BILL BROKER. 

The following are the principal points in the 
audit of the Accounts of a Firm of Bill 
Brokers :— 

(1) Examine the Partnership Deed. 

(2) Obtain a list of the Books, and a written 
statement of the system of internal check. 

(3) Attend at the close of business on the last 
day of the period and count the Bills and 
Investments in the Box, and also the cash 
in hand. 

(4) Obtain certificates from the Banks for the 
amount of Loans outstanding, and for the 
amount of Bills and Investments held as 
security therefor. 

{5) Agree the total value of Bills thus inspected 
and certified by the Banks with the 
balance of Bills Receivable Account. 

^6) Agree the total nominal value of Invest¬ 
ments thus inspected and certified by the 
Banks with the nominal value balances on 
the Investment Ledger Accounts. 

(7) Obtain certificates from Banks for balances 
on Current and Deposit Accounts. 

(8) Cheok Cash Book with Pass Book, and 
agree reconciliation statement. 

B 2 
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BILL BROKER. 


(9) Extract outstanding Bills from the Bills 
Receivable Bcok, and agree the total with 
the balance cf Bills Receivable Account. 

(10) Check outstanding Bills in the Bill Diary 
with the Rebate list which should agree in 
total with the balance of Bills Receivable 
Account. Check all interest calculations 
on the Rebate list, and cast the addition. 
(This total represents the proportion of 
Discount which has not been earned at the 
date of the Balance Sheet.) 

(11) Extract from the Bill Book the Bills re¬ 
discounted which have not matured at 
the date of the Balance Sheet. There is 
a Contingent Liability in respect of re- 
discounte 1 Bills, other than Treasury Bills, 
the amount of which should be shown on 
the Balance Sheet. 

(12) Test the Bills purchased as per Bills 
Receivable Book with the merchants’ 
statements, if any, or with the copy state¬ 
ments rendered to them, and test the 
calculations of Discount shown thereon. 
Trace the cash and Discount to the Cash 
Book. 

(13) Test the Bills re-discounted as per Bills 
Receivable Book with the copy statements 
rendered to' the Banks, test the discount 
calculations and trace the cash and dis¬ 
count shown thereon to the Cash Book. 



BILL BROKER. 
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(14) Discount and Interest are generally pro¬ 
vided for in debit and credit column* in the 
Cash Book. Cast these columns through¬ 
out and check all total postings to Interest 
Account. 

(15) Loans obtained and repaid and rates of 
interest charged thereon as per the Cash 
Book should be tested with the Money 
Book. Test interest calculations. 

(16) Vouch the purchase and sale of Invest¬ 
ments and see that all dividends have 
been duly received. 

(17) Vouch the Counting Hous ? Expense Account 
and other expense accounts in the Ledger 
with the payment vouchers. 

(18) Check the Ledger balances. 
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§ 3. BOOK DEBTS. 

The following are the principal points in the 
audit of Book Debts :— 

(1) Ascertain term of Credit allowed. 

(2) Check the Ledger balances with the various 
schedules, and in doing so note :— 

(а) Accounts overdue. 

(б) Accounts containing Dishonoured 
Bills. 

(c) Payments on account. 

(d) Irregular payments. 

(e) Notes with reference to insolvencies,. 

or alterations in terms. 

(3) Ascertain that Trade Discount (if any) has 
been properly treated. Where the Book, 
Debts include such discount, the same 
should be adjusted. 

(4) Ascertain that the balances do not include 
goods out on Sale or Return, Stocks on 
Consignment, or in the hands of Agents. 

(5) The list having been marked as regards 
debts, bad or doubtful, the Auditor should 
go through the same with some responsible 
official: and where the Book Debts are 
numerous, he should certify that in his 
opinion sufficient provision has been made. 



BOOK DEBTS. 
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(6) All Bad Debts not written off should be 
reserved for in full; Doubtful Debts accord¬ 
ing to their estimated value. 

(7) Where Doubtful Debts are not specifically 
reserved for, provision may be made by 
way of a percentage on the Outstanding 
Debtors, the rate of which will be based on 
previous experience. This method should 
only be adopted where the debts are 
sufficiently numerous and of an average 
size. 

(8) Where reserve for Cash Discount is made, 
it should be calculated by way of a per¬ 
centage on the Outstanding Debtors, the 
rate of which will be based on previous 
experience. 
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§ 4. BREWERY. 

The following are the principal points in the 
audit of a Brewery :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book and Cash Received Book 
where kept. 

(3) Check totals from Cash Received Book to 
Cash Book and vouch both Books. 

(4) Check Cash Book with Pass Book, and agree 
Reconciliation Statement, and obtain Cer¬ 
tificate of Bank balance. 

(5) Check all Cash postings, paying particular 
attention to Capital Expenditure. 

(6) Vouch Petty Cash Book, and count balance. 

(7) Vouch Wages with Wages Book, seeing that 
they are properly certified, and check a 
certain proportion of casts and extensions. 
The system of preparing the Wages Sheets 
and of paying wages must be carefully 
inquired into. 

(8) Check Impersonal postings. 

(9) Check all Credit Postings in Sales Ledgers. 

(10) Check additions of Ledger Accounts. 

(11) Check Bought Journal with Invoices, seeing 
that the same are properly initialled by the 



BREWERY. 
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parties responsible for passing them, and 
that they are extended into their proper 
column, if the Journal is in columnar form. 

(12) Check balances of Bought Ledger, and 
verify with Statements. 

(13) Test Collectors’ Commission Accounts and 
check their Cash Books. 

(14) Check discounts allowed so far as they are 
customary in the trade, and see that proper 
reserves are made therefor. 

(15) Check the Casks, Bottles, &c., Accounts, 
and where charges have been made to 
customers, see that they are correctly made 
and that credit is given when the empties 
are returned. The stock of casks. &c., 
should be shown in the Balance Sheet 
separately, and the item would be subject 
to proper depreciation. 

(16) Check balances of Sales Ledgers, with par¬ 
ticular reference to provision for Bad Debts. 

(17) Vouch loans to customers, and see that the 
instalments of interest and principal are 
properly paid and dealt with, and that 
adequate provision is made for loans proving 
bad. Ascertain how the loans are secured. 

(18) Ascertain that a proper system of recording 
rents receivable is in force, and vouch the 
total rents received, with particular re¬ 
ference to allowances and arrears. Where 
necessary refer to tenants’ agreements. 
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BREWERY. 


(19) Vouoh some of the returns from the Managed 
Houses, and see that there is a proper system 
of check upon the Manager. In cases 
where the Stocks of these Managed Houses 
are taken at selling price, it must be seen 
that proper adjustment is made back to 
cost price. The total of consumable stocks 
on hand should be certified by a responsible 
Brewery Official. 

(20) Check the Beer Production Account with 
the Brewing Book, and see that the same 
approximately agrees after allowing for 
wastage. 

(21) Examine quantity accounts and materials 
used with the Stock Books, and ascertain 
the cause of any serious discrepancy. 

(22) Examine stock sheets, seeing that they are 
properly certified. Ascertain that beer in 
the course of manufacture is brought into 
account. 

(23) Examine the account for beer to employees, 
and see that it has been properly certified 
by a responsible official. 

(24) See that all expenditure paid in advance in 
the shape of Fire Insurance, compensation 
fund contributions, licences, &c., is properly 
calculated and carried forward. See that 
all reserves for Income Tax, &c., are 
properly made. 
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(25) See that all instalments on account of the 
Compensation Fund have been charged to 
revenue, and that proper adjustment is 
made when compensation is received in 
respect of cancellation of a licence. Where 
the amount of compensation exceeds the 
book value of the property, such profit 
should not go to the credit of Profit and 
Loss, but should be treated as a capital 
profit. If the amount received is less than 
the book value, the loss is a capital loss, 
but it is advisable that it should be charged 
to revenue. 

(26) Vouch capital expenditure. 

(27) See that proper provision is made for depre¬ 
ciation of plant, &c., and leasehold pro¬ 
perties. 

(28) Verify securities in respect of freehold and 
leasehold properties, noting any charges 
thereon. 

(29) Verify investments. 

(30) If any Mortgages have been raised, note 
upon what properties they have been 
charged and that the covenants relating 
to same are being duly observed. 

(31) See that all contingent liabilities under 
guarantee are stated in the Balance Sheet. 
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§ 5. BUILDING SOCIETY. 

The following are the principal points in the 
audit of a Building Society :— 

(1) Ascertain system of Internal Check. 

(2) Count cash in hand at the close of the 
business on the day of the Balance Sheet. 

(3) Check counterfoils of Deposits and other 
Receipt Books into subsidiary Cash Books. 

(4) Check subsidiary Cash Books into general 
Cash Books. 

(5) Cast all Cash Books. Check postings from 
General Cash Book to General Ledger. 

(6) Vouch Rents received from properties in 
hand, and see that they bear a reasonable 
proportion to the value of the properties in 
the books. 

(7) Examine Pass Books, or a proportion of 
them, with the Ledgers, talcing care to 
obtain those selected, and not those offered 
by the officials. 

(8) Check balances of Investment Ledgers, 
Deposit Ledgers, and-Advance Ledgers. 

(9) Test calculations of interest, and see that 
no interest is taken to the credit of the 
Revenue Account that is not received, unless 
the security is ample to cover same. 
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(10) See that the amount received on depositor 
loan does not exceed two-thirds of the 
amount secured to the Society by mortgages 
from its members. 

(11) Verify the securities held for loans on mort¬ 
gage, and other securities, adopting the 
usual precautions. 

(12) Compare schedules of properties in hand 
with those of previous year, and verify the 
proceeds of those sold. 

(13) Compare Schedule of Advances in the same 
way, and verify receipt of those repaid. 

(14) See Fire Policy Book, that Insurance Pre¬ 
miums on all properties mortgaged to the 
Society are paid up to date. 

(15) See the Accounts are drawn up in the 
prescribed form. 

Audit Certificate. 

The Auditor must satisfy himself that he can 

properly sign the certificate required by section 2 

of the Building Societies Act, 1894, as follows:— 

“ We, the undersigned, 

being a person who publicly carries on the business of 
an Accountant at No. Street, 

, and , residing at , 

the duly appointed Auditors of the above-mentioned 
Society, do hereby attest the foregoing Accounts and 
Statements, and certify that they are correct, duly 
vouohed, and in accordance with law; and we certify 
that we have, at this audit actually inspected th& 
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BUILDING SOCIETY. 


Mortgage Deeds and other Securities belonging to 
the Society, in respect of each of the Properties in 
Mortgage to the Society referred to in the foregoing 
Accounts and Statements.” 

And if he is not satisfied he must make a 
Special Report and refer to it in his certificate. 


Note. —For the Form of Accounts ‘prescribed 
under the Building Societies Acts, 1874 to 1894, 
see Spicer and Pegler’s “Practical Auditing.’ : 
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§ 6. CASH BOOK. 

The following are the principal points in the 
audit of a Cash Book :— 

(1) Ascertain system of Internal Check. 

(2) Vouch receipts with counterfoil receipt 
books, and other documentary evidence. 

(3) Check Bank Pass Book in detail and agree 
Reconciliation Statement. 

(4) Cast Cash Book. 

(5) Vouch payments. 

{6) Note Discounts, and see that totals are 
correctly carried to Discount Account. 

{7) If the Cash Book includes a cash column as 
distinct from a Bank column, check trans¬ 
fers from Cash to Bank and Bank to Cash. 

( 8) Vouch cheques drawn for Petty Cash to 
Petty Cash Book; vouch Petty Cash Book 
and cast. 

( 9 ) Obtain certificate of Bank balance, and 
count Cash in hand. 
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§ 7. CHARITY. 

The following are the principal points in the 
audit of a Charitable Institution otherwise than 
a Hospital, which is dealt with in § 22. 

(1) Ascertain system of Internal Check, if any. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, and agree 
Reconciliation Statement. Obtain Certifi¬ 
cate of Bank balance. 

(4) Check Receipts with Counterfoil Receipt 
Books, Interim Receipt Books, &c. See 
that all spoilt receipts are produced. The 
Counterfoil Receipts should be printed with 
the name of the Charity, and numbered 
consecutively. 

(5) Vouch Legacies with Legacy Register, and 
Letters from Solicitors, &c. 

(6) Vouch Rents received with Rental Books, 
paying particular attention to arrears and 
allowances. 

(7) Vouch Interest, Dividends, &c., from the 
Counterfoils of Interest and Dividend War¬ 
rants, and see that all Income that should 
have been received has been received. 

(8) Vouch Interest on Cash on Deposit with 
Deposit Notes. The Interest allowed 
usually varies with the Bank rate, and 
is generally \\ per cent, lower. 
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(9) See that no Income Tax has been paid, or 
where Tax has been paid by deduction see 
that it is duly recovered. 

(10) Vouch Payments, and if the Cash Book is 
in columnar form, see that the items are 
extended in the right subsidiary column. 

(11) Vouch Petty Cash Book, and count balance 
in hand, noting that there are no I O IPs 
contained therein. 

(12) Check all Ledger postings, including the 
totals of the various columns in the Petty 
Cash Book. The Ledger column which is 
used for items for which there is no specific 
subsidiary column will be posted in detail. 

(13) Verify Securities and Title Deeds, and see 
the Trust Deed if they are held in the name 
of Trustees. 

(14) See that all funds left for specific purposes 
have been applied to those purposes. 

(15) Check printed List of Subscriptions and 
Donations, and agree with total shown in 
the Accounts. 

(16) Check Income and Expenditure Account, or 
Receipts and Payments Account, as the case 
may be. 

(17) If the Charity is incorporated as a Company 
Limited by Guarantee, see that the Memor¬ 
andum and Articles are complied with, and 
append Report in accordance with the Com¬ 
panies (Consolidation) Act, 1908. 

c 
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§ 8. CHURCH. 

The following are the principal points in the 
audit of a Church :— 

(1) Cast Cash Book. 

(2) Check Cash Book with Pass Book, and 
agree Reconciliation Statement. Obtain 
Certificate of Bank balance. 

(3) Vouch Receipts from Offertories with Offer¬ 
tory Book, and see that the amount received 
is initialled by the Curate in Charge or 
Churchwarden, also that it agrees with the 
amount paid into the Bank. 

(4) See that all Offertories for special purposes, 
such as the poor, charities outside the 
parish, foreign missions, schools, &c., are 
duly credited to their proper accounts, and 
either applied to the purposes for which 
they were offered, or handed over to the 
respective charities concerned. 

(5) Vouch all special Offertories for the Clergy 
Stipend Fund and the Vicar’s Easter Offer¬ 
ings, and see that they are credited to the 
proper accounts. 

(6) Vouch Pew Rents (if any) with Pew Rent 
Register, and where the same are divided 
between the Vicar and the Church, see that 
the allocation is properly made. 
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(7) Vou.-h Free Will Offering, and other Sub¬ 
scriptions, with receipt counterfoils and 
register. 

(8) Lists of Voluntary Subscriptions and 
Donations will generally be prepared by 
the Authorities for publication and these 
should be checked with the Subscription 
Account. 

(9) In the event of the Church being in receipt 
of income from Endowments, Investments, 
Legacies, &c., vouch the same in the usual 
manner. 

(10) See that any deductions made by the 
Ecclesiastical Commissioners from Endow¬ 
ment Income in respect of Clergy Pensions 
or Vicarage Dilapidations are properly 
treated in the Accounts. 

(11) See that no Income Tax has been paid, and 
if any has been paid by way of deduction, 
see that it is duly recovered. 

(12) Vouch Cash Payments, and if distinct 
accounts are kept for the Schools, see that 
proper apportionments are made as between 
the Church and Schools for Insurance, 
Heating, Lighting, Gas, Repairs, <fcc. 

(13) Vouch Petty Cash and count balance in 
hand. 

(14) Verify Investments, Title Deeds, Cash, etc., 
and see that same are in the name of the 
Parochial Church Council or other properly 
appointed Trustees. 
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(15) Examine the Minute Book of the Parochial 
Church Council and see that decisions on 
matters of account have been given effect 
to. 

(16) The funds and property of a Church of 
England Parish vest in the Parochial Church 
Council. The Parochial Church (Councils) 
Measure, 1921, requires that the Income 
and Expenditure Account be made up to 
the 31st December in each year, and a 
Balance Sheet should also be prepared. 
Check the accounts and see that any cash 
held by the treasurer as trustee for 
Foreign Missions and Charities is either 
excluded, or separately shown on the 
Balance Sheet as such. 



§ 9. CINEMA. 


The following are the principal points in the 
audit of a Cinema :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, agree 
Reconciliation Statement, obtain certificate 
of Bank Balance, and count cash in hand. 

(4) Vouch Cash Book. 

(5) Check all Cash postings. 

(6) Vouch Petty Cash Book and count balance. 

(7) Vouch Wages with Wages Book and see 
that it is properly certified. 

(8) Vouch Invoices to Bought Journal, seeing 
that a proper analysis is made, particularly 
distinguishing film hire from film purchases. 

(9) Check all Ledger postings. 

{10) Inquire into the system of check against 
j'eceipts. If this is automatic or by roll 
tickets, see that proper records are entered 
in Takings Book and initialled by the 
Manager. Verify numbers with the Takings 
Book at date of visit. 

{11) See that tickets not in use are under proper 
control. 



to 


CINEMA. 


(12) Verify Entertainments Tax records. 

(13) Ascertain terms of agreement with Charity 
for Sunday performances (if any). 

(14) Examine receipts in respect of [Sundries 
sold in the Theatre such as 'cigarettes, 
chocolates, &c., and ascertain that a proper 
system is in force for dealing with stock of 
such items. 

(15) Check receipts and contracts in respect of 
Advertisements. 

(16) See that adequate depreciation is charged 
in respect of buildings, engines, projectors, 
fixtures and fittings, musical instruments, 
furniture, &c. 

(17) Verify Title Deeds. 

(18) See that Revenue expenditure is not 
capitalised. 

(19) If a Limited Company, examine Memoran¬ 
dum and Articles of Association, and agree 
Share Capital. 
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§ 10. CLUB. 

The following are the principal points in the 
audit of a Club :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, and agree 
Reconciliation Statement. Obtain Certifi¬ 
cate of Bank Balance. 

(4) Vouch Entrance Fees and Annual Subscrip¬ 
tions with counterfoil Receipt Books. 

(5) Verify total Subscriptions with Annual List 
of Members, and inquire into those in 
arrear. 

(6) Vouch Rents of Apartments, Lockers, &c. 

(7) Vouch Income from Investrnents. 

(8) Vouch Steward’s Receipts, seeing that there 
is an effective system of check as regards 
the Dining Room, Billiards, Wines, Cigars, 
&c. 

(9) See that proper Stock Accounts are kept of 
wines, cigars, &c., and that any wines, &c., 
which are not the property of the Club, but 
of wine merchants, are specially recorded as 
such. 

(10) Vouch Cash Payments. 

(11) Vouch Wages and Salaries Books. 
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(12) Vouch Bought Journal with invoices, and 
see that they are initialled by some respon¬ 
sible official, and referenced into the Stock 
Books. 

(13) Examine the Minute Book of the Club 
Committee and see that Entrance Fees, 
new, and discontinued Subscriptions are 
in accordance with the elections, resigna¬ 
tions and deaths there recorded. 

(14) See that Depreciation on Lease, Furniture, 
China, Glass, Linen, &c., is properly dealt 
with, and that renewals are charged to 
revenue. 

(15) See that proper reserves are made for re¬ 
decoration. 

(16) Verify Title Deeds, Securities, &c. 

(17) Examine Stock Sheets, and see that the 
same are properly certified. 

(18) See that ail outstandings are brought into 
account. 
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§ 11. COLLIERY. 

The following are the principal points in the 
audit of a Colliery :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book and agree 
Reconciliation Statement, and obtain Certi¬ 
ficate of Bank Balance. 

(4) Vouch Cash Book. 

(5) Check all Cash Postings. 

(6) Vouch Petty Cash Book and count balance. 

{7) Vouch Wages with Wages Books, seeing that 
they are properly certified, and check a 
certain proportion of casts and extensions. 
The system of preparing Wages Sheets and 
of paying Wages must be carefully inquired 
into, and it should be seen that all deduc¬ 
tions are properly dealt with. 

(8) Check impersonal postings. 

(9) Check all credit postings in Sales Ledgers. 

{10) Check balances on Sales Ledgers with par¬ 
ticular reference to provision for Bad Debts. 

{11) Check total accounts representing Bought 
and Sold Ledgers (if any), and see that the 
balances agree with the balances on the 
Personal Ledgers. 
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(12) Check Bought Journal with Invoices, seeing 
that the same are properly initialled by the 
parties responsible for passing them, and 
that they are extended into their proper 
column if the Journal is in columnar form. 

(13) Check balances of Bought Ledger, and verify 
with statements. 

(14) Inspect Leases and Output Books for mini¬ 
mum or dead rent, royalties, short workings, 
&c., and see that no short workings are 
improperly carried forward. 

(15) See that the allocation of expenditure on 
wages, stores, and materials between capital 
and revenue is properly made. 

(16) See that the Development Accounts are 
written off over the term during which they 
are expected to prove fruitful. Particularly 
see that all pit timber is charged against 
revenue as used, unless there is strong 
evidence for the expenditure being carried 
forward. 

(17) Check the accounts relating to wagons on 
hire-purchase, and see that the proportion 
of each instalment representing interest is 
charged to Profit and Loss. 

(18) See that all outstanding liabilities and rail¬ 
way accounts are properly brought into 
account. 

(19) Ascertain that proper provision is made for 
depreciation of plant, tram lines, &c. 
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(20) See whether it is necessary to provide for 
depreciation of the leasehold, or for the 
exhaustion of the freehold, and if provision 
is made, see that it is made in the case of 
leasehold according to the term of the 
lease, and in the case of freehold in pro¬ 
portion to the output during each period. 

(21) Check Weight Account with opening stock 
of coal, coal raised during the period, coal 
sold, and closing stock. 

(22) See that stock is taken at cost or under. 

(23) Verify Title Deeds and other securities, if 
any. 
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§ 12. CONTRACTOR. 

The following are the principal points ip the 
audit of a Contractor’s Accounts :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, agree 
Reconciliation Statement, and obtain cer¬ 
tificate of Bank Balance. 

(4) Vouch the Cash Book. 

(5) Check all Cash postings. 

{6) Vouch Petty Cash Book and agree balance. 

(7) Vouch Wages with Wages Book, and see 
that same is properly certified. 

{8) Check all Ledger postings. 

(9) Examine system of Cost Accounts, seeing 
that the system of dealing with wages, 
expenditure on stores, materials, &c., and 
the treatment of Establishment Charges, is 
efficient. 

(10) Examine Schedule of “ Work in Progress,” 
compare same with proper Cost Accounts, 
and see that it is duly certified. 

(11) Where profit is taken on contracts before 
completion, see the method by which same 
is estimated, and that ample margin is 
allowed for contingencies. 
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(12) Check Stock Sheets, agreeing same with 
Stores Ledger. See that differences on 
stores accounts have been written off and 
that proper explanations are received in 
respect of discrepancies. 

(13) See that depreciation of plant and machinery 
is properly charged, and where possible that 
the Cost Accounts which have had the 
benefit of the use of such assets, bear that 
charge in the proper proportions. 

(14) Agree Cost Accounts with Financial books 
where possible. 
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§ 13. CO-OPERATIVE SOCIETY. 

The following are the principal points in the 
audit of a Co-operative Society :— 

(1) Examine Regulations of Society. 

(2) Ascertain system of Internal Check. 

(3) Cast Cash Books and test Extensions, obtain 
Certificate from Bank, and count Cash in 
hand. 

(4) Check Cash to Cash Summaries, cast Sum¬ 
maries, and check Impersonal postings. 

(5) Vouch Shop Sales with daily Sales Sum¬ 
maries, and agree total with quarterly 
Summary of Sales on which Dividends are 
payable. 

(6) Vouch Payments. 

(7) Vouch Bought Journal with Invoices, test 
Extensions, and check Impersonal postings. 

(8) Examine Stock Sheets, and see duly certi¬ 
fied by responsible officials ; examine Stock 
Accounts; ascertain recognised percentage 
of leakage, and if exceeded require ex¬ 
planation. 

(9) Examine Share Ledgers, vouching Capital 
Receipts, testing transfers in respect of 
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Dividends not withdrawn, fines, interest, 
&c., vouch withdrawals, seeing that they 
are authorized. Check to Summaries. 

(10) Check Loan transactions. 

(11) Check Dividend calculations to members 
and non-members in total, and test detail 
calculation of Dividend and Interest. 

(12) Check transactions in respect of Clothing, 
Clubs, Penny Banks, &c., and see that 
Regulations are observed. 

(13) Check Education Fund Accounts. 

(14) Examine Building Department Accounts, 
vouching all advances and repayments, 
testing Interest, &c. 

(15) Verify Investments, Mortgages, &c. 

(16) See the Accounts are in the prescribed 
form. 

Audit Certificate. 

In addition to the quarterly or periodical 
certificate in accordance with the Rules, the 
Auditor must certify the Return sent annually to 
the Chief Registrar of Friendly Societies, under 
Section 13 of the Industrial and Provident 
Societies Act, 1893, as follows:— 

“The undersigned, being a public Auditor 
appointed by H.M. Treasury, having had access to all the 
Books, Deeds, Documents and Accounts of the Society, 
and having examined the foregoing Annual Return, 
and verified the same with the Books, Deeds, Documents, 
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Accounts and Vouchers relating thereto, now signs the- 
same as found to be correct, duly vouched, and in 
accordance with the law.” 

And if he is not satisfied he must make a Special 
Report and refer to it in his Certificate. 


Note.— For the Form of Accounts prescribed 
under the Industrial and Provident Societies Acts r 
1893-1913, see Spicer and Pegler’s “ Practical 
Auditing.” 
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§ 14. COSTUMIER. 

The following are the principal points in the 
audit of the Accounts of a Costumier :— 

(1) Obtain a list of the books and a written 
statement of the system of Internal Check. 

(2) Check Cash Book with Pass Book and agree 
Reconciliation Statement. Obtain Bank 
certificate. 

(3) Vouch Cash Book, and check all Cash 

Postings. 

(4) Vouch Petty Cash Book, and count Balance. 

(5) Vouch Wages with Wages Books, and test 
casts and additions. 

(6) Test Cash Sales with the duplicate shop 
sales invoices. 

(7) Vouch Sales Journal with invoices and 
check postings to the Sold Ledger. 

(8) Check Sales invoices to the Saleswomens’ 
Sales Sheets and check calculations of 
Commission. 

(9) Vouch Bought Journal with Invoices and 
check postings to the Bought Ledger. 
Check purchases to Stock Records, i.e., 
purchases for jobs to Cost Ledger, and 
purchases for Stock to Stock Book. Check 
transfer of stock for jobs from Stock Book 
to Cost Ledger. 

D 



42 


COSTUMIER. 


(10) Examine the Stock Sheets, seeing that they 
are properly certified, and tost in the usual 
manner. Check the Stock Sheets with the 
balances on the Stock Book and Cost 
Ledger, and test the Stock Records with 
the Sales Invoices. Test the Stock valua¬ 
tions with purchase Invoices, and see 
that the past season’s models have been 
adequately written down. 

(11) Check all Impersonal Postings. 

(12) Check Ledger Balances and see that proper 
provision is made for bad and doubtful 
debts. 
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§ 15. ELECTRICITY SUPPLY COMPANY. 

The following are the principal points in the 
audit of an Electricity Supply Company :— 

(1) See “Provisional Order,” or other authority 
for supply. 

(2) Ascertain system of Internal Check. 

{3) Cast Cash Book, and obtain Certificate of 
Bank balance. 

{4) Vouch Receipts from Consumers with Col¬ 
lector's Receipt Books. 

(5) Test Debits to Consumer’s Ledger with— 

(a) Meter Books for current consumed, 
checking calculations occasionally. 

( b) Hire of Meters with Register of Meters. 

(c) Hire or Hire-Purchase of fittings with 
Register of fittings on hire. 

(d) Sale of fittings from Sales Day Book. 

(6) Check Receipts from Consumers to Credit 
of Consumers Ledger. 

{7) Vouch Allowances, Bad Debts, &c., with 
Allowances Book, and see they are periodi¬ 
cally certified by a Director. 

{8) See Arrears properly carried forward. 

(9) See Agreements with Consumers supplied 
on special terms. 

<(10) Cast Consumers Ledger, and check to Sum¬ 
mary, agreeing same with Impersonal 
Accounts. 

O 2 
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ELECTRICITY SUPPLY COMPANY. 


(11) See Contract with Local Authority for 
Public Lighting. 

(12) Test Allocations of Invoices, and check 
postings of Invoice Day Books to Expen¬ 
diture Accounts. 

(13 Y See Outstandings properly dealt with. 

(14) Examine Stock Sheets, see properly certi¬ 
fied, and compare with Stock Ledgers. 

(15) See that Salaries of Engineers, Secretary, 
Accountants, &c., are properly allocated 
under Generation, Distribution, and Man¬ 
agement respectively, and that such alloca¬ 
tion is certified by Managing Director, 
Chairman, or Chief Engineer. 

(lG^Vouch Payments, including Wages, &c. 

(17) Vouch all Capital Expenditure, and see that 
Repairs and Renewals are properly dealt 
with. 

(18) Check Depreciation, and see that only 
proper charges are debited to Depreciation 
Fund Account. 

(19) Vouch Share Capital Accounts, and check 
Dividends, seeing that authorised rate is 
not exceeded. 

(20) See that Accounts are made up in prescribed 
form. 


Note. —For the Form of Accounts prescribed 
under the Electricity Supply Acts, 1882-1926, see 
Spicer and Pegler’s “ Practical Auditing.” 
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^ 16 . ESTATE AGENT, SURVEYOR, Etc. 

The following are the principal points in the 
audit of an Estate Agent’s Accounts:— 

(1) Ascertain provisions of Partnership Deed 

(if any). 

(2) Examine system of Internal Check. 

(3) Cast Cash Book. 

(4) Check Cash Book with Pass Book, and agree 
the Reconciliation Statement. Obtain Cer¬ 
tificate of balance from the Bank. 

(5) Ascertain how Clients’ and Office Moneys 
are dealt with respectively. 

(6) Vouch Petty Cash Book, seeing that all 
items are extended into their proper 
columns and that all disbursements made 
on account of Clients are properly dealt 
with. Count balance in hand. 

(7) See Fees and Charges are properly recorded 
through a Fees and Charges Book. 

(8) Vouch Allowances to Clients. 

(9) Check Balances of Clients’ Ledger. 

(10) Check the Credit Balances shown in the 
Clients’ Ledger with the Schedules of 
moneys in hand on account of Clients, as 
shown by the Cash Book. 
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( 11 ) See that proper Reserves are made for Bad 
Debts. 

(12) Vouch Bought Journal with Invoices for 
Purchases made, and note that they are 
properly initialled by the persons respon¬ 
sible for the passing of the same, and 
charged up to proper Accounts. 

(13) Vouch the Advertising Journal with the 
Invoices from the Newspaper Proprietors, 
and see that all Expenditure properly 
chargeable to Clients is so charged up. 

(14) Check postings of Advertising Journal into 
Advertising Ledger. 

(15) Check the Outstanding Fees and Charges 
undebited to the Client, and see that proper 
provision has been made for Allowances. 
See that the Schedule of these items is 
signed by the Partners. 

(16) See that all Outstanding Assets and Lia¬ 
bilities are taken into consideration. 
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§ 17. EXECUTORS’ AND TRUSTEES’ 
ACCOUNTS. 

The following are the principal points in the 
audit of Executors’ and Trustees’ Accounts :— 

(1) Examine the Will. 

(2) Examine Estate Duty Account and correc¬ 
tive affidavits for Estate Duty (if any), 
seeing that all Assets and Liabilities of 
which existence is known are properly 
included. 

(3) Vouch opening Journal Entries with Estate 
Duty Account. 

(4) When Investments at date of death are 
quoted cum div., see that the accruing 
Dividend is not brought into the Estate 
Duty Account in addition to the price. 

(5) Cast Cash Book. 

(6) Check Cash Book with Pass Book and agree 
Reconciliation Statement. Obtain Certifi¬ 
cate of Bank balance. 

(7) Vouch Sale of Investments and property by 
Brokers’ Sold Notes, Auctioneers’ Accounts, 
&c. 

(8) Vouch Interest and Dividends from Counter¬ 
foil Warrants, reference to Scrip, &c. 
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(9) Vouch Rents Received with Counterfoil 
Rent Receipt Books. 

<10) Vouch Payments. 

<H) See that all income that should have been 
received has been received. 

(12) See that all apportionments necessary under 
the Apportionment Act, 1870, have been 
properly made. 

(13) If a rent roll is kept, examine the same with 
the counterparts of Tenants’ Leases and 
Agreements, and see that all rents that 
ought to have been received have been 
accounted for. Inquire carefully into 
arrears and allowances. 

(14) See that all investments are in accordance 
with the terms of the Will or the Trustee 
Acts, and carefully verify all transactions 
in securities. 

(15) See that no devastavit has been committed 
in respect of capital, and that all proper 
allocations between capital and income have 
been made. 

(16) See that the distribution of the estate 
follows the Will. 

(17) If any specific trusts are created under the 
Will, see that these are properly recorded 
in the books, and the specific investments 
made in respect thereof duly ear-marked. 

(18) Verify the existence of securities, title- 
deeds, &c. 
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•(19) Check all casts and postings. 

(20) Check Income Account, seeing that no 
income has been brought into account that 
has not been actually received in cash 
within the period covered by the account. 
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§18. FIRE INSURANCE COMPANY. 

The following are the principal points in the 
audit of a Fire Insurance Company :— 

(1) Ascertain system of Internal Check. 

(2) Check General Cash Book with subsidiary 
Cash Books. Verify Bank balance, and 
count cash in hand. 

(3) Check Premium Cash Books with counter¬ 
foil Receipt Books. 

(4) ^Check Premium Income with Policy Book, 

Renewals Register, Lapsed Policies, &c. 

(5) Vouch Income from Investments. 

(6) Vouch miscellaneous receipts. 

(7) Vouch expenses. 

(8) Vouch Agents’ Commission with Receipts, 
Agents’ Accounts, &c. Care should bo taken 
to see that no commission is paid in respect 
of premiums received by the Head Office 
without the intervention of an Agent. See 
that all commission outstanding is brought 
into account. 

(9) Test some of the accounts in the Agents* 
Ledgers with the original returns from the 
Agents, seeing that the latter are properly 
signed. 
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(10) Test claims with papers, and see that all 
claims notified but not admitted are pro¬ 
vided for. 

(11) Check Reinsurances, and see that all out¬ 
standing liabilities on this account are 
provided for. 

(12) See that the Premium Reserve carried for¬ 
ward is adequate. 

(13) Verify the Securities, adopting the usual 
precautions, and see that all accrued in¬ 
terest and dividends likely to be received 
have been taken credit for. 

(14) See that proper provision has been made 
for Bad and Doubtful Debts. 

(15) Check all Ledger Balances. 

(16) See that the Accounts are in the prescribed 
form. 


Audit Certificate. 

For the Forms of Certificates, see programme 
of Life Insurance Company, § 27. 


Note. —For the Forms of Accounts prescribed 
under the Assurance Companies Act, 1909, see 
Spicer and Pegler’s “ Practical Auditing.” 



§ 19. FOREIGN MINE. 


The following are the principal points in the 
audit of a Mine situated abroad:— 

Note. —There are various methods of keeping 
Foreign Mine Accounts, but it will be assumed in 
this instance that Duplicate Mine Books, viz., 
■Journal, Cash Book and Ledger, are kept at the 
Head Office in currency, and written up from 
the periodical Returns sent by the Mine Manager 
and that no Local Audit is performed. 

Mine Books at Head Office. 

(1) Cast Certified Cash Returns sent over from 
the Mine, and see that they are properly 
incorporated in the Mine ('ash Book. 

(2) Vouch Remittances from the Head Office 
with the Head Office Books. 

(3) Vouch proceeds of Sale of Ore with Returns 
from Agents, if sold from the Mine direct. 

(4) Vouch Proceeds of Sale of Residuals. 

{5) Vouch Cash payments at Mine, with par¬ 
ticular attention to Wages, seeing that 
these are dealt with on a proper system. 

{6) If a copy of the Mine Pass Book is sent 
over, check the same with the Mine Cash 
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Book, and agree Reconciliation Statement, 
seeing Certificate from the Bank for the 
balance. 

(7) Check all Cash postings to Mine Ledger. 

(8) Examine the Certified Journal Returns from 
the Mine, and see that they are properly 
entered in the Mine Journal. 

(9) Vouch Journal entries with any evidence 
that is available, and check postings of the 
same to the Mine Ledger. These entries 
are very important, as they record the 
proper allocation of all Expenditure in the 
shape of Wages, Stores, &c., between 
Capital and Revenue. 

(10) Cast Mine Ledger, and check Mine Trial 
Balance. 

(11) See ('ertified Schedules of Debtors and 
Creditors, Stock of Ore, Stores and 
Materials on hand, &c. 

(12) See that all outstandings are brought into 
Account. 

(13) Carefully peruse the Mine Manager’s Report 
dealing with the Development Accounts, 
and see that a proper amount is charged 
to Revenue in respect thereof. Temporary 
development should be written off in the 
period in which it is expected to prove 
fruitful. 

(14) See the Mine Manager's Report as to the 
condition of Plant and Machinery, and 
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ascertain that proper Depreciation has been 
provided. 

(15) Check the conversion of the currency Trial 
Balance of the Mine books into sterling, 
and unless the conversion is made at a 
fixed rate of exchange, see that the fixed 
Assets are converted at the original rate 
of exchange, the floating Assets and Lia¬ 
bilities at the rate of the day of the Balance 
Sheet, Revenue balances at the average 
rate for the period, and Remittances at 
the actual rate. 


Head Office Books. 

(16) Cast Cash Book. 

(17) Check Cash Book with Pass Book, and 
agree the Reconciliation Statement. Obtain 
Certificate of Bank balance. 

(18) Vouch Petty Cash Book, and count Balance 
in hand. 

(19) Vouch Cash Book. 

(20) If the Ore is not sold at the Mine, vouch 
Account Sales, and see that they are pro¬ 
perly incorporated in the books. 

(21) Vouch Transfer Fees. 

(22) Check all Cash postings. 

(23) Vouch Journal Entries, and check all 
postings. 
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.(24) Vouch Directors’ Fees and see that they 
are properly payable, and see that the 
Directors’ Qualification (if any) is main¬ 
tained. 

(25) Cast Ledger. 

(26) Reconcile Mine Current Account with the 
conversion of the Head Office Account in 
the Mine books, and see that the difference 
on exchange is properly adjusted. 

(27) See that the Mine and Head Office Accounts 
are properly amalgamated. 

(28) Vouch items of Cash and Ore in transit. 

(29) Verify Title Deeds of Mine property. 

(30) Vouch original and subsequent issues of 
Share Capital in detail, and check Balances 
on Share Ledgers, and see that the total 
agrees with the total Capital issued as 
shown by the Balance Sheet. 
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§ 20. FRIENDLY SOCIETY. 

The following are the principal points in the 
audit of a Friendly Society:— 

(1) See Regulations of Society. 

(2) Ascertain system of Internal Check. 

(3) Cast Contributions Cash Book, and check to 
the General Cash Book. 

(4) Cast Sick Payments Register, and check to 
General Cash Book. 

(5) Cast General Cash Book, and check to 
Treasurer’s Cash Book. 

(6) Vouch a proportion of Contributions. 

(7) Vouch Sick Payments and other benefits. 

(8) Vouch payments in respect of Management 
Expenses. 

(9) Cast Fines Book, and check to Fines Account. 

(10) Members’ Ledger Accounts— 

(a) Check Entrance Fees. 

(b) See that new members are properly 
charged, according to age and benefits 
acquired. 

(c) Check a certain number of calculations 
in respect of contributions due, seeing 
that proper amount is charged. 
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(d) Test Cash postings from Cash Book. 

(e) Test Fines from Fines Book. 

(/) See arrears properly carried forward. 

(11) Check Impersonal Accounts from Ledger 
Summaries, and see proper allocations. 

(12) Test a proportion of Contribution Cards or 
Pass Books. 

(13) See that Management Expenses are properly 
incurred and authorised, and that payments 
in the nature of benefits are not charged to 
Management Fund. 

(14) See that any deficit on Management Fund is 
met by a levy on the members of the Society. 

(15) Check each of the benefit Fund Accounts 
and prove balance. 

(16) Check Interest and Dividends, seeing that 
all income of this nature that should have 
been received is duly accounted for. 

(17) Verify all investments, seeing that funds 
are either deposited with 

Post Office Savings Bank, 

Trustee Savings Bank. 

National Debt Commissioners, 
or are invested otherwise in accordance 
with the Rules of the Society. 

(18) Count Cash in hands of Secretary or Trea¬ 
surer, and obtain Certificate of Bank 
balance. 

(19) See that accounts are made up in form of 
Return prescribed by the Chief Registrar of 
Friendly Societies. 

B 



FRIENDLY SOCIETY. 


58 


Audit Certificate. 

The Auditor must satisfy himself that he can 
sign the Certificate required by section 26 of the 
Friendly Societies Act, 1896, as follows:— 

“ The undersigned, having had access to all the 
Books and Accounts of the Society, and having examined 
the foregoing Annual Return, and verified the 
same with the Accounts and Vouchers relating thereto, 
now sign the same as found to be correct, duly vouched, 
and in accordance with Law ”— 

and if he is not satisfied he must make a Special 
Report and refer to it in his Certificate. 


Note.— For the Form of Accounts prescribed 
under the Friendly Societies Act, 1896, see Spicer 
and Pegler’s “ Practical Auditing.” 
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§ 21. GAS COMPANY. 

The following are the principal points in the 
■audit of a Gas Company's Accounts :— 

(1) See Private Act. 

(2) Examine Regulations and Minute Books. 

(3) Ascertain system of Internal Check. 

(4) Cast Cash Book, get Certificate of Bank 
balance, and count Cash in hand. 

(5) Vouch Receipts with Collecting Books. 

(6) Vouch Payments. 

(7) Rental Ledger. 

(a) Test Meter States Book for consump¬ 
tion of Gas. 

(b) Test Meter Register for Meter Rents. 

(c) Test Sales Day Book for Fittings. 

(d) Check Cash Postings. 

(e) Check Allowances and Bad Debts from 
Allowances Book, seeing that same are 
certified. 

(/) See arrears carried forward correctly. 

(g) Check to Summary. 

(h) Check total Impersonal Postings. 

(8) See Contracts for Public Lighting. 

f9) Vouch Purchases, test analysis of Purchase 
Book, and examine Contracts. 

E 2 
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(10) Vouch Capital Expenditure, and obtain 
certified allocation between Capital and 
Revenue. 

(11) Verify Capital Receipts, seeing tenders or 
Auctioneers’ Sale Notes for issues subse¬ 
quent to original issue. 

(12) Vouch Deposit Account. 

(13) Sec that yard arrangements are satisfactory. 

(14) Test Cash Sales. 

(15) Test Sales of Residuals and Fittings on 
credit from Day Books to Sales Ledgers, 
and check Cash Postings. 

(16) Cast Bad Debts and Allowances Book, 
check detail and total postings, and see 
properly authorised. 

(17) Slot Meters.—See*that Meter Readings are 
taken independently of Cash Collection, if 
possible, and that same Reader and Col¬ 
lector do not always work together. 

(18) Check Depreciation Funds. 

(19) Cast Stock Sheets, agree with Stock Ledgers, 
test prices, and see properly certified. 

(20) Verify Investments. 

(21) Check Dividend Account, and see authorised 
rate is not exceeded. 

(22) See accounts drawn up in the prescribed 
form. 

Note.— For the Form of Accounts prescribed 
under the Gas Works Clauses Act, 1871, see 
Spicer and Pegler’s “ Practical Auditing.” 
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§ 22. HOSPITAL. 

The following are the principal points in the 
audit of a Hospital:— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book and agree 
Reconciliation Statement, obtain Certificate 
of Bank balance. 

(4) Check Receipts with Counterfoil Receipt 
Books, and see that all spoilt receipts are 
produced. The counterfoil receipts should 
be printed with the name of the Hospital, 
and numbered consecutively. 

(5) Vouch Legacies with Legacy Register, and 
letters from Solicitors, &e. 

{6) Vouch Rents received with Rental Books; 
pay particular attention to arrears and 
allowances. 

(7) Vouch Interest, Dividends, &c., from the 
counterfoils of interest and dividend 
warrants, and see that all income that should 
have been received has been received. 

{8) See that no Income Tax has been paid, or 
where Tax has been paid by deduction, that 
it has been recovered. 

(9) Vouch Payments. 
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(10) Vouch Petty Cash Book/and count balance 
in hand. 

(11) Vouch Bought Journal with Invoices, and 
see that the same are initialled by responsible 
officials. 

(12) Check all Ledger Postings. 

(13) Verify Securities and Title Deeds, and see 
the Trust Deeds, if they are held in the 
name of Trustees. 

(14) See that all funds left for specific purposes 
have been applied to such purposes. 

(15) Cheek printed list of Subscriptions and 
Donations, and agree with the total shown 
in the accounts. 

(16) If the Hospital is in Receipt of grants from 
any of the official Hospital Funds, see that 
the accounts are drawn up in the required 
form. 


Note. —For the Form oj Accounts adopted by 
King Edward's Hospital Fund, see Spicer 

and Pegler’s “ Book-keeping and Accounts.” 
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§ 23. HOTEL. 

The following are the principal points in the 
audit of an Hotel:— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, and agree 
Reconciliation Statement, and obtain Certi¬ 
ficate of Bank balance. 

(4) Vouch Cash Book. 

(5) Check all Cash Postings. 

(6) Vouch Petty Cash Book, and count balance. 

(7) Vouch Wages with Wages Book, seeing that 
they are properly certified, and check a 
certain proportion of casts and extensions. 
The system of preparing the Wages Sheets 
and of paying Wages must be carefully 
inquired into. 

(8) Check Impersonal Postings. 

(9) Check Bought Journal with Invoices, seeing 
that the same are properly initialled by the 
parties responsible for passing them, and 
that they are extended into their proper 
column if the Journal is in columnar form. 

(10) Check Balances of Bought Ledger, and 
verify with statements. 
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(11) Examine Visitors’ Ledger, and vouch the 
daily totals into the Summary, and from 
the Summary into the Impersonal Ledger 
and Cash Book. 

(12) See that items paid out on account of 
Visitors are properly charged up to them, 
and collected. 

(13) See that proper Stock Accounts are kept for 
the wines, spirits, cigars, &c. 

(14) See that the depreciation of Bedding, Linen, 
Plate, Cutlery, China, &c., is properly 
dealt with. It is usual either to re-value 
these items on the occasion of each Balance 
Sheet, or to create a Renewals Reserve 
Account, crediting thereto an ample amount 
according to previous years’ experience, 
and charging the actual renewals thereto, 
the balance being carried forward. 

(15) See that proper provision is made for 
depreciation of Furniture and Premises. 

(16) See that proper reserves are made for re¬ 
decoration, if necessary. 

(17) Vouch all capital expenditure. 

(18) Verify Title Deeds of property and other 
securities (if any). 
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§ 24. INSURANCE BROKER. 

The following are the principal points in the 
audit of an Insurance Broker’s Accounts :— 

(1) Ascertain provisions of Partnership Deed (if 
any). 

(2) Examine system of Internal Check. 

(3) Cast Cash Book. 

(4) Check Cash Book with Pass Book, and 
agree the Reconciliation Statement. Obtain 
Certificate of balance from Bank. 

(5) Vouch Cash Book. 

(6) Vouch Petty Cash Book, and count balance. 

(7) Check all Cash Postings. 

(8) Cast the Premium and Claim Journals, and 
see that the totals of brokerage and stamp 
columns are posted to their respective 
accounts. 

(9) Check Clients’ Ledgers, and see that the 
accounts are properly agreed, and check 
balances on to the Schedules; see that 
proper provision is made for Bad Debts. 

(10) Check Underwriters’ Ledger, seeing that 
the accounts are properly agreed, and check 
balances on to the Schedules. 
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(11) Check Private or General Ledger, and. see 
that all outstandings are properly brought 
into account. 

(12) Check total accounts (if any), representing 
Clients’ and Underwriters’ Ledgers respec¬ 
tively, and see that the balances thereon 
agree with the Schedules of the Personal 
balances. 

(13) Check postings of Transfer Journal, repre¬ 
senting adjustments between Clients’ and 
Underwriters’ Ledgers. 

(14) Check the differences written off, seeing 
the same are not excessive. 

(15) Vouch Interest on Deposit, Dividends on 
Investments, &c. 

(16) Verify the existence of Investments, &c. 
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§ 25. INVESTIGATION FOR PROSPECTUS 
PURPOSES. 

The following are the principal points in the 
Investigation of a Trading Business for Prospectus 
Purposes, where Annual Accounts have been 
prepared:— 

(1) Ascertain the length of period to be in¬ 

vestigated. 

(2) Redraft Trading Account and Profit & Loss 
Account and Balance Sheet for each year 
in columnar form, so as to afford a ready 
comparison over the whole period. 

(3) Prepare a Schedule of Percentages in relation 
to turnover, and enquire into any marked 
fluctuations. 

(4) Examine trading accounts with particular 
reference to ratio of gross profit and volume 
of turnover, ascertaining cause of important 
vacations. 

(5) See that Sales do not include Goods out on 
Sale or Return, in the hands of Agents, or 
on Consignment, and test Sales during the 
last few months of the closing year, partic¬ 
ularly if any marked increase is apparent. 

(6) Ascertain that all outstanding purchases 
have been provided for, particularly in the 
closing year. 
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(7) Examine Stock Sheets at the end of each 
period, particularly with reference to the 
basis of valuation, and the existence of 
obsolete stocks. 

(8) Enquire into any abnormal variation in 
expenditure. 

(9) Ascertain that Bad Debts have been 
provided for on a uniform basis, and that 
sufficient reserve exists especially at the end 
of the last period. 

{10) See that all outstanding liabilities have 
been brought in, particularly at the end of 
the last period. 

(11) Check each Balance Sheet and Profit and 
Loss Account with the Books, and test 
Impersonal Ledger. 

(12) Vouch all expenditure charged to Capital 
and see that it is not of a Revenue nature. 

{13) Make the necessary adjustments, of which 
the following are the principal:— 

To be added to profits. 

(a) Interest on Capital. 

(b) Partners’ Salaries. 

(c) Incoim Tax. 

(d) Interest on Loans, if not to be taken 
over by the new Company. 

(e) Rent, if the Company is going to 

purchase the premises. 
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(/) Losses of an exceptional nature and 
not in the usual course of business. 

(g) Capital losses, such as loss on Fixed 
Assets or Investments. 

(h) Any Capital Expendituie charged to 
Profit and Less. 

( i ) Any excessive reserves for Bad Debts 

or other contingencies. 

To be deducted from profits. 

(a) Income from assets not taken over 
bv the new Company. 

(b) Exceptional profits. 

(c) Capital Profits. 

(14) Where the ceitificate states profits after 
providing for depreciation of fixed assets, 
it must be seen that this is sufficient, 
particularly with reference to the values at 
which these assets are to be acquired by the 
Company. 

(15) The ceitificate should set out the jrecise 
period covered, and the profits of each year 
separately. Adjustments involving items of 
exceptional importance should, if necessary, 
be referred to specifically. 
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§ 26. LANDED ESTATE. 

The following are the principal points in the 
audit of a Landed Estate :— 

(1) Examine system of Internal Check (if any). 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, agree 
Reconciliation Statement, and obtain certi¬ 
ficate of Bank Balance. 

(4) Vouch Receipts with Counterfoil Receipt 
Books and other vouchers. See that items 
are extended in the proper column, if the 
Cash Book is in columnar form. 

(5) Vouch all payments, seeing that each item 
is extended into the proper column as above. 

(6) Check rentals into the Collecting Agent’s 
Cash Book or returns, see that proper 
balances are accounted for, that all allow¬ 
ances and payments made by the Agent 
are in order, and note arrears. 

(7) Check the Rental with counterparts of 
tenants’ leases, agreements, &c. 

(8) Compare Rental with Terrier and see that 
particulars entered in the latter are kept up 
to date. Agree acreage if same is shown 
in the Rental. 
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(9) Vouch Sales of Produce, Stock, Timber, 
Game, &e., seeing that proper supervision 
is exercised over the parties dealing with 
such produce, and taking steps to ensure as 
far as possible that all sums are accounted 
for. 

(10) Check Title Deeds against Terrier of 
Property. 

(11) Where Subsidiary accounts are kept, e.g.. 
Farm Accounts, see that they are suitable, 
and carry out the usual audit. 
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§ 27. LIFE INSURANCE COMPANY. 

The following are the principal points in the 
audit of a Life Insurance Company :— 

(If Ascertain system of Internal Check. 

(2) Check General Cash Book with subsidiary 
Cash Books; verify Bank balance, and 
count cash in hand. 

(3) Check Premium Cash Books with counter¬ 
foil Receipt Books. 

(4) Check Premium Income with Policy Book* 

^ Renewals Register, Lapsed Policies, &c. 

(5^Vouch Income from Investments. 

(6) Vouch Miscellaneous Receipts. 

(7) Vouch Expenses. 

(8) /Vouch Agents’ Commission with Receipts, 

Agents’ Accounts, &c. Care should be 
taken to see that no Commission is paid in 
respect of Premiums received by the Head 
Office without the intervention of an agent. 
See that all Commission outstanding is 
brought into account. 

(9) Test some of the accounts in the Agents* 
Ledgers with the original returns from the 
Agents, seeing that the latter are properly 
signed. 
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(10) Test the Claims with cancelled Policies, 
Papers, Death Certificates, Discharge Notes, 
&c. See also that all Claims notified, but 
not admitted, are provided for. 

(11) Test Surrenders with Endorsed Policies and 
'■’* Receipts for Cash. Follow through to 

Policy Registers. 

(12) Check Reinsurances, and see that all out¬ 
standing liabilities on this account are 
provided for. 

(13) Test some payments to Annuitants, and see 
that the proportion of Annuities accrued to 
the date of the Balance Sheet is brought 
into account. 

(14) Verify the Securities, adopting the usual 
* precautions, and see that all accrued interest 

and dividends likely to be received have 
been taken credit for. 

(15) See that proper provision has been made 
for bad and doubtful debts. 

(16) Check all Ledger balances. 

(17) Check Loans on Company’s Policies and 
** other securities, and see that there is ample 

margin. 

(18) See accounts are drawn up in the prescribed 
form. 

Audit Certificate. 

“ We certify that no part of any fund has been 
applied directly or indirectly for any purposes other than 
those of the class of business to which it is applicable.’* 
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LIFE INSURANCE COMPANY. 


The above certificate is signed by the Chairman 
and two Directors, and by the principal Officer 
of the Company, and by the Managing Director 
(if any), also by the Company’s Auditors. 

The Certificate as to the aggregate value of 
the assets is also signed by the Directors, &c., 
above mentioned, but not by the Auditors. 

The Auditors also give the usual form of report 
generally under the Companies (Consolidation) 
Act, 1908, as to which see Audit Programme 
§28. 


Note.— For the Form of Accounts under the 
Assurance Companies Act, 1909, see Spicer and 
Pegler’s “ Practical Auditing.” 
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§ 28. MANUFACTURING COMPANY. 

The following are the principal points in the 
audit of a Manufacturing Company, which can 
be applied with the necessary modifications to 
similar businesses:— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, and 
agree Reconciliation Statement, and obtain 
Certificate of Bank balance. 

(4) Vouch Cash Book. 

(5) Check all Cash postings. 

(6) Vouch Petty Cash Book, and count balance. 

(7) Vouch Wages with Wages Books, seeing 
that they are properly certified, and check 
a certain proportion of casts and extensions. 
The system of preparing the Wages Sheets 
and of paying Wages must be carefully 
inquired into. 

(8) Check Impersonal postings. 

(9) Check all Credit postings in Sales Ledgers. 

{10) Check Balances on Sales Ledgers, with 
particular reference to provision for Bad 
Debts. 

F 2 



76 


MANUFACTURING COMPANY. 


(11) Check Total Accounts representing Bought 
and Sold Ledgers (if any), and see that the 
balances agree with the balances on the 
Personal Ledgers. 

(12) Check Bought Journal with Invoices, seeing 
that the same are properly initialled by 
the parties responsible for passing them, 
and that they are extended into their proper 
column, if the Journal is in columnar form. 

(13) Check balances of Bought Ledger, and 
verify the Statements. 

(14) Check Bill Accounts, and verify Balance 
of Bills Receivable. 

(15) Verify Title Deeds and other Securities 
(if any). 

(16) Vouch Capital Expenditure with original 
Documents and Certificates, and ascertain 
that only such Expenditure properly charge¬ 
able to Capital is so treated. 

(17) See that all Outstandings have been brought 
into account, whether Assets or Liabilities. 

(18) Examine Stock Sheets, seeing that they 
are properly certified, and test in usual 
manner. Ascertain as far as possible that 
all Goods brought into Stock have been 
charged to Purchases, by testing the Goods 
Received Book with the Bought Journal. 

(19) Test Travellers’ Commission Accounts. 

(20) See that Depreciation is properly provided 
for. 
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{21) Examine Directors’ and Shareholders’ 
Minute Books. 

(22) Check the Balances on the Share Ledgers, 
and see that they agree with the total 
Capital issued. 

{23) If any Capital has been issued during the 
year, vouch such issue in detail. 

{24) See that the Regulations of the Memoran¬ 
dum and Articles of Association on all 
points affecting the Accounts have been 
properly complied with. 

{25) Test Books not checked in detail. 


Auditors' Report. 

“In accordance with section 113 of the Companies 
(Consolidation) Act, 1908 ,we report that we have obtained 
all the information and explanations we have required. 

“ 1.. 'our opinion the above Balance Sheet is properly 
< • drawn up so as to exhibit a true and correct view of 
the state of the Company’s Affairs according to the 
best of our information and the explanations given to 
us, and as shown by the books of the Company.” 
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§ 29. MEDICAL PRACTITIONER. 

The following are the principal points in the 
audit of the Accounts of a Medical Practitioner:— 

(1) Ascertain provisions of Partnership Deed 
(if any). 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book and 
reconcile the balance. Obtain certilicate 
of Balance from Bank. 

(4) Vouch Cash Book payments. 

(5) Vouch Petty Cash Book and count balance. 

(6) Cast Day Books. 

(7) Check postings of Day Bo:'.c ‘bo debit 
of Patients’ Accounts, and totals to u ”> 
credit of Fees Account. 

Check postings from the Cash Book to 
Impersonal and Patients’ Accounts. 

(8) Cast Patients’ Ledger. 

(9) If a Control Account of Debtors is employed, 
agree Patients’ Ledger Balances with 
balance of Control Account. 

(10) If a Panel Practice is maintained ascertain 
that the relative Quarterly payment is 
received. 
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(11) Ascertain that any Specialists’ or other fees 
are recovered from the patient. 

(12) See that proper provision is made for Bad 
Debts. 

(13) See that provision is made for outstanding 
accounts for drugs, etc. 
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§ 30. MOTOR-OMNIBUS COMPANY. 

The following are the principal points in the 
audit of Motor-Omnibus Companies’ Accounts :— 

(1) Ascertain system of Internal Check. 

(2) Examine Memorandum and Articles, and 
Minute Books. 

(3) Cast Cash Book, obtain Certificate of 
Bank balance, and count cash in hand. 

(4) Test Traffic Book with Conductors’ Way 
Bills. 

(5) Vouch Passenger Receipts with Traffic Book. 

(6) Vouch Advertising Receipts with Agents’ 
Returns and Contracts. 

(7) Vouch Payments. 

(8) Vouch Bought Journal with Invoices, test 
extensions, test postings to Bought Ledger, 
and check Impersonal postings. 

(9) Vouch transactions on Hire-Purchase Agree¬ 
ments with Contracts, test Interest calcula¬ 
tions, and see that Interest accrued to date 
of Balance Sheet is allowed for. 

(10) See that Outstandings are property adjusted. 

(ID Cast Stock Sheets, test extensions and 
prices, and see properly certified. 
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(12) Check Plant Ledger. 

(13) Ascertain that sufficient provision has been 
made for Depreciation, including that in 
respect of Hire-Purchase Plant. 

(14) See that all Maintenance and Repairs are 
charged to Revenue, and examine any 
Maintenance Contracts. 

(15) Vouch Capital Expenditure, vouch Divi¬ 
dends and Interest, and agree with Share 
Capital and Debentures issued. 
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§ 31. PRODUCE BROKER. 

The following are the principal points in the 
audit of the Accounts of a Produce Broker:— 

(1) Examine Partnership Deed. 

(2) Obtain a written Statement of Internal 
check and a list of the books. 

(3) Obtain Certificates from the Bank for 
Current, Deposit and Loan Accounts. 

(4) Check Cash Book with Pass Book and agree 
Reconciliation Statement. 

(5) Vouch Cash Book for expenses; vouchers 
will not generally be obtained for payments 
in respect of market transactions. For 
these, compare the Invoices and Account 
Sales with the Personal Ledger Accounts. 

(6) Vouch Petty Cash and count balance. 

(7) Check Market Transactions Book to inwards 
contracts and to copies of outwards con¬ 
tracts, noting that prices obtained on the 
market are the same as those passed on 
to the clients. 

(8) Check Market Transactions Book to Market 
Positions Records ; compare details in the 
Positions Book with Invoices and Account 
Sales for quantities and prices. 
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(9) Note that the quantities positions should 
always balance as the Broker will act on 
behalf of clients only. 

(10) Test casts of the various Produce Journals ; 
vouch a period of the Journal with Invoices 
and Account Sales. 

(11) Ascertain that Brokerages are received in 
accordance with the Conditions of the 
Contracts. 

(12) Test interest calculations in respect of 
amounts paid and received prior to prompt 
dates. 

(13) Check Ledger balances and see that proper 
provision is made for bad debts. 
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§ 32. PUBLISHER. 

The following are the principal points in the 
audit of a Publisher’s Accounts :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Bank Pass Book, 
agree Reconciliation Statement, and obtain 
certificate of balance from Bank. 

(4) Vouch Cash Book. 

(5) Vouch Petty Cash Book, and count balance 
in hand. 

{6) Examine Production Account in respect of 
each book, seeing that same is charged only 
with cost of copyright, publishing,compiling, 
indexing, setting up type, illustrations and 
blocks. The cost of printing off, paper and 
binding should be charged to revenue. 

(7) See that stock is taken and valued on a 
proper basis, agree quantities with Stock 
Ledger. 

{8) Examine Stock Account with particular 
attention to the progress of Sales in order to 
determine that the value placed on unsold 
copies is reasonable, and that the Produc¬ 
tion Account is being written down fairly. 
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(9) If all expenses of production are charged to 
Revenue, see that stock and copyrights 
are valued at cost or probable market price, 
whichever is lower. 

(10) Where publication is at author’s risk, see 
that stock is not included in the general 
stock. 

(11) See that books sent to booksellers on sale or 
return are correctly recorded. 

(12) See that Author’s Royalties have been pro¬ 
vided for, and, if any advancements are 
irrecoverable, see that the same are reserved 
for or written off. 



§ 33. RAILWAY COMPANY. 


The following are the principal points to be 
dealt with by the Shareholders’ Auditors in the 
audit of a Railway Company. Most Companies 
have an effectual system of internal audit, for 
the proper conduct of which the Accountant or 
Chief Auditor of the Company concerned is 
answerable, and in respect of which the Share¬ 
holders’ Auditor will take no responsibility. 

(1) Ascertain system of Internal Check. 

(2) Examine Private Acts of Parliament, Minute 
Books, Contracts, &c., as necessary. 

(3) Vouch Coaching, Goods, Minerals and Special 
Receipts Ledger Accounts with monthly 
Summaries. 

(4) Check monthly Summaries with Station 
and Depot Balance Sheets, seeing these 
are properly certified by Station Masters, 
Goods Agents and Mineral Agents, and by 
the Audit Department. 

(5) Check Cash Summaries to General Ledger 
Accounts, and see properly certified ; test 
Summaries with Cash Books. 

(6) Check a certain proportion of vouchers for 
payments, seeing that the Internal Check is 
properly carried out. 

(7) Test classification and casts of Expendi¬ 
ture Journals, and check to Expenditure 
Accounts. 
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{8) Verify Outstanding Debtors with Coaching, 
Goods, and Minerals Balance Sheets, and 
with Departmental certificates. 

{9) Cast Outstanding Liabilities Books, test 
classification, and vouch with certified 
returns. 

{10) Check adjustments in respect of General 
Charges, Rates and Taxes, Interest, Rents, 
&c. 

(11) Vouch Clearing House Journal with Rail¬ 
way Clearing House statements, and check 
to Ledger. 

(12) Vouch Station and Departmental Imprests, 
and ascertain which have been verified by 
the Travelling Auditors during the period. 

(13) See that costs of Parliamentary opposition 
to Bills, or of Bills promoted but not passed, 
are charged to Revenue. 

(14) Check Bank Accounts with Cash Books, and 
verify Cash in transit; check Reconciliation 
Statements, and obtain certificates from 
Bankers. 

(15) Vouch Capital Expenditure, see charged to 
proper accounts, and obtain certified allo¬ 
cation of Expenditure apportioned between 
Capital and Revenue. 

(16) For purchases and sales of land see Deeds, 
Correspondence, &c., and refer where neces¬ 
sary to Company’s Solicitor. 

(17) Check Rents Receivable, noting Arrears, 
Allowances, &c. 
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(18) Vouch Miscellaneous Receipts. 

(19) Vouch Balance of Stocks, Stores, &c., by 
examining sheets duly certified by respon¬ 
sible officials ; test prices. 

(20) Check Accounts of Subsidiary undertakings, 
e.g., Hotels, Steamships, Canals, <fec. 

(21) Verify all Securities. 

(22) Check Capital issues and redemptions, and 
verify the various Capital and Loan 
balances. 

(23) Check Dividend Accounts, and verify Out¬ 
standings. 

(24) See Accounts prepared in Statutory form. 

(25) Examine Maintenance Certificates of En¬ 
gineer and Locomotive Superintendents. 

Audit Certificate. 

The Auditor must satisfy himself that he can 
properly sign the certificate required by section 30 
of the Railway Companies Act, 1867, as modified 
by the Railway Companies (Accounts and Returns) 
Act, 1911, as follows:— 

“ We hereby certify that the foregoing Accounts 
contain a full and true Statement of the financial con¬ 
dition of the Company, and that the Dividends proposed 
to be declared on the Stocks and Shares of the Com¬ 
pany are bona fide due thereon after charging the revenue 
of the year with all expenses which, in our judgment, 
ought to be paid thereout.” . 

Note.— For the Form of Accounts 'prescribed 
by the Acts above referred to, see Spicer and Pegler’a 
“ Practical Auditing.” 
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§ 34. RETAIL STORES. 

The following are the principal points in the 
audit of a Retail Stores :— 

(1) Ascertain system of Internal Check. 

(2) Test some of the duplicates of Bills handed 
to customers, with the Abstract prepared by 
each Salesman. 

(3) Check some of the Abstracts into the 
Departmental Cash Received Books, and 
test Casts. 

(4) Check the daily totals of Departmental Cash 
Received Books into the General Cash 
Book. 

(5) Vouch and Cast Geneial Cash Book. 

(6) Cast Wages and Salaries Books, and see 
properly certified. 

(7) Check Cash Book with Bank Pass Book, 
and agree Reconciliation Statement. 

(8) Verify Bank balance and Cash in hand. 

(9) Vouch Petty Cash Book, and verify 
balance, 

(10) Check some of the duplicates for Credit 
Sales with Sales Journal, and see that they 
have been properly entered up. 

G 
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(11) Vouch Invoices for Purchases, seeing that 
they have been properly allocated to the 
various Departments. 

(12) Test postings in Bought and Sold Ledgers. 

(13) Test allocation of Departmental charges. 

(14) Check Ledger Balances, noting Bad and 
Doubtful Debts. 

(15) Check Casts of Stock Sheets, and test prices 
and extensions ; see properly certified, and 
agree with Stock Accounts (if any). 

(16) Check Impersonal Ledger Postings. 

(17) See that proper provision is made for depre¬ 
ciation of Leaseholds, Fixtures and Fittings, 
&c. 
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§ 35. RUBBER COMPANY. 

The following are the principal points in the 
audit of a Rubber Company :— 

(1) See Memorandum and Articles of Associa¬ 
tion. 

(2) Ascertain system of Internal Check. 

(3) Cast Cash Book. 

'(4) Vouch Cash Book. 

(5) Check Cash Book with Bank Pass Book, 
agree Reconciliation Statement and obtain 
certificate from the Bank. 

(6) Examine monthly returns sent from planta¬ 
tion, paying particular attention to the 
apportionment of expenditure as between 
capital and revenue. Cost of new buildings, 
new plant, new clearings, and planting of 
rubber not in bearing, can be charged to 
capital, but upkeep and repairs, cultivation 
of rubber in bearing, rubber manufacture, 
and general charges must be charged to 
revenue. 

{!) Examine Visiting Agent’s Report, if any. 

<8) Agree Estate Manager’s Return of ship¬ 
ments with Broker’s Sale Notes, allowing 
for shrinkage in weight. 

a 2 
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(9) If stock of rubber on hand has been sold, 
this may be brought in at sale price, other¬ 
wise it should be brought in at approximate 
cost not higher than market price. 

(10) See that advances to natives are certified 
by manager, reserving for any items which 
are irrecoverable. 

(11) See that proper accounts are kept in respect 
of cultivations of rice, sago, coffee, &c., so 
that the profit or loss on each commodity 
cultivated can be ascertained. 

(12) Verify Title Deeds, or if these are held 
locally, obtain certificate. 

(13) See that the Estate Returns are properly 
incorporated in the Head Office books. 

(14) Vouch items of Stock or Cash in transit. 
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§ 36. SCHOOLS, COLLEGES, Etc. 

The following are the principal points in the 
audit of Schools, Colleges, &c.:— 

(1) Examine Charter or Regulations (if any), 
and in the case of Universities the Acts 
of Parliament applicable thereto. 

(2) Ascertain system of Internal Check. 

(3) Cast Cash Book. 

(4) Check Cash Book with Pass Book, agree 
Reconciliation Statement, and obtain certi¬ 
ficate of Bank balance. 

■(5) Vouch Cash receipts with counterfoil receipt 
books. 

(6) Vouch Pay men. ts. 

(7) Agree fees with Register of Pupils, and see 
that those paid in advance are carried 
forward. 

(8) See that extras have been properly charged. 

(9) Vouch Capitation Fees paid by house¬ 
masters for pupils in their houses. 

■(10) Where Endowments exist vouch income 
arising thereunder, and verify Securities. 

(11) Verify Government Grants (if any). 
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§ 37. SHARE TRANSFER AUDIT. 

The following are the principal points in a 
Share Transfer audit:— 

(1) Examine Articles of Association as to form 
of Transfer required, and as to transfer fees 
payable. 

(2) Examine Transfer as to consideration, stamp, 
signatures, and witnesses thereto. 

(3) Ascertain that Transferors have been noti¬ 
fied of the lodgment of transfers and inquire 
as to whether any objections have been 
received. 

(4) Check old Certificate with Transfer, including 
distinctive numbers of Shares, and cancel 
the Certificate. 

(5) Check Transfer with the Share Register, to 
see that the Transferor held these shares, 
and to ensure that they have now been 
registered in the name of the Transferee. 

(6) Check new Certificate, and initial same. 

(7) Check Balance Certificate (if any). 

(8) Check entries in Transfer Register, if one is 
maintained. The usual practice is to paste 
the Transfers in a guard book, thus dispensing 
with a Register. 
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(9) Subsequently examine Minute Book to see 
that all transfers previously examined (and 
these only) have been passed, and check 
entries from Transfer Register to Share 
Ledger. 


Note .—The object of a Share Transfer avdit is 
to prevent clerical errors, and the issue of duplicate 
shares, whether fraudulently or otherwise. It 
usually forms no part of the ordinary audit, and 
is subject to a special arrangement. 
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§ 38. SHIPPING COMPANY. 

The following are the principal points in the 
audit of a Shipping Company’s Accounts:— 

(1) Examine Memorandum and Articles. 

(2) Ascertain system of Internal Check. 

(3) Vouch Cash payments in respect of each 
Voyage to Disbursements Book. 

(4) Vouch Expenditure on Stores, and ascertain 
that each Voyage Account is charged with 
its proper proportion ; examine Schedule of 
Stores on hand, and see properly certified. 

(5) Vouch Freight Account with Manifest from 
Agents and Advices from Receiving Offices ; 
and see that proper reserve is made for 
Outstanding Rebates. 

(6) Check Disbursements from Disbursements 
Book to respective Voyage Accounts. 

( 7 ) Check Freight Account to respective Voyage 
Accounts. 

(8) Vouch Passengers’ Fares (if any), and see 
that proper reserve is made for Return 
Fares outstanding. 

(9) See that Outstanding Expenses on each 
Voyage Account are allowed for, before 
closing the Account. 
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<10) Verify Sundry Debtors for Freight, &c., 
and see that Bad and Doubtful Debts are 
properly reserved for. 

(11) See that Allotments (advances to relatives 
of Seamen) are authorised, and charged 
to the Portage Bill Account. 

■(12) See Agents’ Returns, and that same are 
certified and approved by responsible 
official. 

(13) See that Foreign Exchange is correctly 
adjusted. 

(14) See Manager’s Agreement for Commission, 
and that same is properly debited to each 
Voyage Account. 

(15) Examine Insurance Policies ; see that the 
premiums are properly apportioned over 
each Voyage, that returns are claimed from 
Underwriters in proper cases, and that 
proportion of unexpired premiums are cor¬ 
rectly carried forward; ascertain that 
amounts received in respect of Claims are 
properly dealt with. 

(16) Vouch Payments to Protecting Clubs for 
insurance of extraordinary risks. 

(17) See Charter-Parties as to Brokerage and 
Commissions ; vouch to each Voyage, and 
see that agreed returns have been credited. 

(18) If any Insurance Fund is in existence, check 
the entri'es relating thereto, and ascertain 
that it is worked on a proper basis. 
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(19) Verify Securities and Bank and Cash bal¬ 
ances. 

(20) Vouch Capital Expenditure, and ascertain 
that Repairs and Renewals are charged to 
Revenue. 

(21) See Bill of Sale for each ship or part of ship 
owned, and note that a copy of the entry in 
the Register kept at the Port of Registry 
is endorsed thereon ; or obtain Certificate 
of Registry as to Ownership, and Mortgages 
outstanding. 

(22) Where a number of ships are owned, see 
that Depreciation is provided for upon a 
sound basis. Tn the case of Single Ship 
Companies, it is not usual to provide for 
Depreciation, but the Auditor should report 
to Shareholders, so that they are aware of 
the position. 

(23) Vouch Head Office Expenditure. 

(24) Agree Share Capital Account, and check 
Dividends. 



§ 39. SOLICITOR. 


The following are the principal points in the 
audit of a Solicitor’s Accounts :— 

(1) Ascertain provisions of Partnership Deed 

(if any). 

(2) Examine system of Internal Check. 

(3) Examine system of Accounts, and see how 
Clients’ and Office moneys are dealt with. 

(4) Check all Postings and Casts. 

(5) Vouch Cash Book. 

(6) Check Cash Book with Pass Book, and 
agree Reconciliation Statement, obtaining 
Certificate of balance from the Bank. 

(7) Vouch Petty Cash Book, seeing that ail 
items are extended into their proper 
columns, and that all disbursements made 
on account of Clients are properly dealt 
with; count balance. 

(8) See Bills Delivered are properly recorded 
through Bills Delivered Book. 

(9) Vouch Allowances to Clients, and see that 
amounts disallowed on taxation are properly 
adjusted. 

(10) Ascertain the treatment of premiums re¬ 
ceived from Articled Clerks, and see that 
it is properly carried out. In the absence 
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of any agreement to the contrary, such 
premiums should be apportioned over the 
term of the Articles. 

(11) Check the Outstanding Costs undebited to 
the Clients, and see that proper provision 
has been made for allowances on taxation 
or otherwise. The Schedule of these items 
should be signed by the Partners. 

(12) Check the balances of the Clients’ Ledger, 
and ascertain how these are made up. 

(13) See that proper Reserves are made for Bad 
Debts. 

(14) Where Disbursements, such as Counsels’ 
Fees, have been charged to the Clients, but 
not yet paid by the Solicitor, see that the 
same are brought in as Liabilities. 


Note.— Special points arising in connection 
with the treatment of Clients' and Office Moneys 
and Outstanding Costs, and other important matters 
in connection with Solictiors' Accounts, are fully 
dealt with in the Authors' Worlc on “ Practical 
Auditing.” 
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§ 40. STATUTORY REPORT OF A 
LIMITED COMPANY. 

The following are the principal points in the 
audit of the Statutory Report of a Company 
under § 65 of the Companies (Consolidation) Act, 
1908- 

(1) Examine Memorandum and Articles of 
Association and Prospectus or Statement 
in lieu thereof. 

(2) Check Application and Allotment Letters 
with Application and Allotment Book. 

(3) Check Application and Allotment Book to 
Share Ledger. 

(4) Check all Minutes of Allotment. 

(5) Check Pass Book with Cash Book, agree 
Reconciliation Statement, and obtain certi¬ 
ficate of balance. 

(6) Check Postings of Receipts from Share¬ 
holders in detail to Share Ledger. 

(7) Check moneys returned to applicants for 
shares not allotted. 

(8) In the event^of shares being issued other- 

• wise than for Cash, see the Contract, and 

that it is properly filed at Somerset House. 
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(9) If any Shares are issued to the nominees 
of the Vendor, see that written authority 
is given by the Vendor to allot to such 
persons, and that the Shares so allotted are 
included in the Contract with the Vendor 
filed at Somerset House. See acceptance 
by nominees. 

{10) Verify Calls made, and check the Call Books 
to the Share Ledger. 

{11) Verify cash received in respect of Calls 
with Bank Pass Book. 

{12) Check cash received on account of Calls to 
Share Ledger. 

{13) Check Balances of Share Ledger, to see that 
the total balances agree with the total 
number of Shares issued. 

{14) Verify Journal Entries and Check Postings 
to General Ledger. 

{15) See that the Total Issued is within the 
authorised issue according to the Memor¬ 
andum and Articles. 

{16) See that the Minimum Subscription (if 
any) has been reached before Allotment. 

(17) See that the proper Returns of Allotments 
have been made to Somerset House. 

{18) Vouch Receipts from Debentures, Mort¬ 
gages, &c., and Examine Register of Mort¬ 
gages. . 

(19) Vouch all Payments. 
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-(20) In vouching Preliminary Expenses paid by 
the Company, see that they are not payable 
by the Vendor, or other parties. 

(21) Vouch Underwriting Commission and Com¬ 
mission on placing Shares, and see that the 
provisions of § 89 of the Companies (Conso¬ 
lidation) Act, 1908, have been complied 
with. 

(22) Agree the numbers of Shares issued, the 
Cash received in respect of Shares, and the 
Receipts from Shares, Debentures, and other 
sources, payments made thereout and parti¬ 
culars of balance in hand, with the Directors’ 
Report. 

Auditors' Report, under § 65 Companies 
( Consolidation) Act, 1908. 

“ I hereby certify that so much of the above Report 
as relates to the Shares allotted, the cash received in 
respect of such shares, and the receipts and payments 
•on Capital Account, is correct.” 



104 


§ 41. STOCKBROKER. 

The following are the principal points in the 
audit of a Stockbroker’s Accounts :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, and agree 
the Reconciliation Statement; obtain certi¬ 
ficate of balance from the Bank. 

(4) Vouch Cash Book for expenses. 

(5) Vouch and Cast Petty Cash Book; count 
balance. 

(6) Check Cash Postings to Clients’ Ledgers, 
Jobbers’ Ledgers, Tickets Receivable, 
Tickets Payable, Clearing House and 
General Private Ledgers. 

(7) Check Tickets Receivable with Jobbers’ 
Ledgers, Cash Book, Clients’ Ledgers, and 
other subsidiary books. 

(8) Check Tickets Payable with Cash Book, 
Cash Fee Book, Stamp Account, &c. 

(9) Check Clients’ Ledgers with Cash Book, 
Bought and Sold Day Books, Contango* 
Books, &c. 
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(10) Cast Cash Fee Book, check receipts from 
Cash Book, and check postings for Tickets 
payable, &c. ; count balance in hand. 

(11) Check Stamp Account with Cash Book and 
postings to Tickets Payable, &c. 

(12) Loan Ledger: cast entirely, check all post¬ 
ings from Contango Books, Interest Account, 
Dividends Accouut, &c. 

(13) Contango Books, sometimes called Bought 
and Sold Continuation Books: check casts 
and postings; check postings of interest 
and stamps to their impersonal accounts. 

(14) Purchases, Sales, and Special Settlement 
Books : check casts and postings, and check 
the total of the commission and stamp 
columns to their respective accounts. 
Special columns are usually provided for 
half-commission where applicable, and the 
proper amount of commission extended. 
The postings from these columns to the 
personal accounts should be checked. 

(15) Check Ticket balances with Transfer books. 

(16) General Ledger : check all postings, and cast 
entirely. 

(17) Clearing House Ledger : check all postings, 
and cast entirely. 

(18) Firm’s Investment Ledger: this Ledger 
contains particulars of all investments held 
by the firm, whether by way of speculation 
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or otherwise. All postings must be checked 
and the Ledger Cast. 

(19) Check all balances on to Schedules, seeing 
that proper securities are held for all debit 
personal balances of importance. 

(20) Verify the securities, adopting the usual 
precautions. 


Note. —The difficult points arising out of the 
verification of the Securities, and other technical 
matters , are fully dealt with in the Authors' Work 
“^Practical Auditing.” 
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§ 42. STOCK-JOBBER. 

The following are the principal points in the 
audit of a Stock-Jobber’s Accounts :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Boole with Pass Book, and agree 
Reconciliation Statement; obtain Certi¬ 
ficate of balance from the Bank. 

(4) Vouch Cash Book for expenses. 

(5) Vouch and Cast Petty Cash Book, and 
count balance. 

(6) Stock Journals (or Ledgers): 

(а) Check opening balances (quantity and 
value) from last account. 

(б) Check postings from Cash Book for 
application and allotment moneys on 
stocks applied for, underwriting com¬ 
mission, &c. 

(c) Test postings from Jobbers’ Ledgers. 
{d) Cast Stock columns, and see that they 
agree. 

<e) Check profits and losses to Profit and 
Loss Book 

H 2 
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(7) Jobbers’ Ledgers: 

(a) Check opening and closing balances. 

(b) Test Cash postings. 

(c) Test postings from Stock Journals. 

(d) Clear and cast Partners’ Accounts. 

(e) Ascertain the balances are regularly 
agreed, and that sufficient provision has 
been made for Bad Debts (if any). 

(8) Profit and Loss Book : 

This Book contains Profits and Losses on 
each Stock dealt in, in respect of each 
Account. These will be checked from 
the Stock Journals, the totals being 
checked to the Impersonal or Private 
Ledger. 

(9) Clearing House Book : 

(a) Test postings to Jobbers’ Ledgers. 

(b) Cast selected Accounts, both quantity 
and value, and see they agree. 

(c) Check Clearing House Account in 
Ledger. 

(10) Names Account: 

(а) Check balances forward from account to 
account. 

(б) Test postings and casts. 

(11) Dividend Journal: 

(a) Vouch Dividends received, with balance 
of Stock held in the box at the date 
when quotation becomes ex div. 
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(6) See dividends in respect of Bearer 
Stocks properly adjusted. 

(c) Check postings from Cash Book, for 
Dividends received and paid. 

(d) Check Profit or Loss to the General 
Dividend Account. 

{12) Impersonal Ledger: 

Check all postings, and ascertain that Sus¬ 
pense Accounts for profits or losses on Stocks 
carried forward are properly treated. 

{13) Check all balances from Jobbers’ Ledgers* 
Stock Journals, Names Accounts, Dividend 
Journal, Impersonal Ledger, &c., to Trial 
Balance. 

{14) Verify Securities, adopting the usual pre¬ 
cautions. 


Note.— The verification of Securities is a matter 
■of considerable difficulty. The procedure to be 
adopted for this work, as well as other technical 
points arising in the course of the audit, are fully 
discussed in the Authors' Work “Practical Auditing.” 
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§43. STOCK-IN-TRADE. 

The following are the principal points in the 
audit of Stock-in Trade. 

(1) Examine Stock Sheets to make sure that 
the following are excluded : 

(a) Plant, Loose Tools, Office Fumituie, 
Motor Cars, etc. 

(b) Goods held on Consignment or on Sale 
and Return. 

Stocks of Stores, Fuel, etc., should be taken 
at cost, and brought down on the Expense 
Accoun ts relating thereto. 

(2) If quantity columns are maintained in the 
Bought and Sold Day Books verify quanti¬ 
ties held at the Balancing date with the 
Stock Sheets. 

(3) Where quantity Stock Accounts or Costing 
Records are maintained examine these to 
verify the quantities taken into Stock. 
Differences that cannot be accounted for 
should be enquired into. 

(4) Where Stock is held by Agents, or in Bonded 

Warehouse, certificates should be obtained, 
and compared with the Stock Sheets. 
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(5) See that all Goods taken into Stock are 
included in Purchases by examining Goods 
Received Books at close of period, testing 
the invoices for the new period, and agree¬ 
ing suppliers’ statements with the Ledger 
Accounts. 

(6) See that no goods have been invoiced out 
to buyers before the balancing date which 
have been included in Stock. Test the 
Goods Outwards Book, or despatch advices 
from the Warehouse, with Sales Day Books 
seeing that items despatched after stock¬ 
taking are included in the succeeding period. 

(7) See that Stock is taken at cost, or below, 
if the market value has permanently 
dropped, and note the following points :— 

(a) That obsolete or defective stock is 
carried forward at its true value. 

(b) That prices of finished goods are below 
the listed or advertised selling prices. 

(8) Test prices of Raw Material with bought 
invoices or market quotations, and values 
of partly or wholly manufactured goods 
with costing records (if an}'). 

(9) The Stock Sheets should be compared with 
those of the previous year and the major 
differences in prices enquired into. 

(10) Test the extensions and check additions. 
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(11) The percentage of gross profit on turn¬ 
over should be checked with that of previous 
periods, and any increase or decrease that 
cannot be accounted for, inquired into. 

(12) See that each Sheet is initialled by the parties 
concerned in its preparation, and that the 
whole is properly certified by some respon¬ 
sible official. 
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§ 44. THEATRE. 

The following are the principal points in the 
audit of a Theatre :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, agree 
Reconciliation Statement, obtain certificate 
of Bank balance, and count Cash in hand. 

(4) Check certified Returns from each box- 
office, and see that summary is certified by 
Treasurer. 

{5) Check Agents’ and Libraries’ Accounts and 
see that amounts paid are accounted for by 
Treasurer. 

{6) The following checking should be done :— 
Sales of Programmes to Programme Book. 
Sales of Sweets, &c., to Chocolate Book. 
Opera Glass Hire to Opera Glass Book. 
Advertisement receipts with Advertise¬ 
ment Book and Contracts. 

<(7) See that a proper system of check is in force 
with regard to Bar receipts. Goods are 
usually charged to each Bar at selling price 
in order that stock may be properly taken. 
The Returns from each Bar should be 
vouched on to Final Daily Bar Returns. 
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(8) Summarise receipts from various sources 
daily, and see that same agree with the 
amount paid to Bank. 

(9) Verify Entertainment Tax Records. 

(10) See that the Production Account is only 
charged with the items attributable thereto, 
t.e., expenses of scenery, dresses, &c., and 
that the amount taken credit for is not 
excessive having regard to the life of the 
Play and its prospective earning power. 

(11) See that a proper system is in force for 
paying Wages and that the Wages Sheets 
are properly certified. 

(12) Vouch Artists’ Salaries with Contracts en¬ 
tered into by them. 

(13) Vouch Advertising with contracts. 

(14) In the case of Touring Companies see that 
the receipts are certified by the Manager of 
the Theatre, and vouch the actual pro¬ 
portion thereof received by the Company 
with the contract entered into. The 
Touring Manager should certify Travelling 
and other expenses. 

(15) Verify all Assets, particularly the Title 
Deeds of the Theatre where the same is 
owned by the Client, or Leases and Agree¬ 
ments in other cases. 
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§ 45. TRUST AND FINANCE COMPANIES. 

The following are the principal points in the 
audit of a Financial Trust:— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

" (3) Check Cash Book with Pass Book, and agree 

Reconciliation Statement; obtain Certifi¬ 
cate of Bank balance. 

(4) Vouch Purchase and Sale of Investments by 
Brokers’ Contract Notes. 

(o) See apportionments of Dividends where 
transactions are carried through cum or ex 
dividend, are properly recorded. 

(6) See that all Dividends and Interest that 
ought to have been received have been 
received. 

(7) See that all Outstanding Interest and Divi¬ 
dends have been brought into account, 
except in cases where they are not expected 
to be received. 

(8) Verify all Securities, adopting the usual 
precautions. 

(9) In respect of those Investments registered in 
the name of the Trustees of the Company* 
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it will be necessary to see the Trust Deed 
constituting them Trustees. When Invest¬ 
ments arc held in the names of the Company’s 
nominees examine the blank transfers and 
letters of trust. 

(10) The value of the Securities should be checked 
with the market price at the date of the 
Balance Sheet. It is not usual to adjust 
the value of each investment to market 
price, but to reserve on the difference 
between the book value and the market 
value, if the latter is the lower, crediting 
an Investment Reserve Account. In the 
case of Trust Companies depreciation need 
not h gaily be provided, but the auditor 
should see that the Reserve is adequate, or 
if not, that the market value of the secur¬ 
ities is stated as a note on the Balance Sheet. 

(11) Profits on Sale of Investments, less Looses, 
can be distributed, if the Articles permit, 
but it is more usual to carry the net figure 
to r e -serve and reinvest. Where losses exceed 
profits in any year they may be debited to 
any reserve previously created, otherwise 
they must be charged to Revenue. 

(12) See that the contingent liability in respect 
of Calls not yet made on Investments is 
stated on the Balance Sheet. 

(13) In the case of profit on promotion of sub¬ 
sidiary Companies being received either 
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partly or wholly in fully-paid shares of 
such Companies, see that the transaction is 
properly treated. 


Note. —The special points arising in connection 
with the Depreciation of Investments, treatment 
of Promotion Profits received on fully-paid Shares, 
dec., are fully dealt with in the Authors' Work 
“ Practical Auditing.” 
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§ 46. TRUSTEE SAVINGS BANK. 

The following are the principal points in the 
-audit of a Trustee Savings Bank. 

(1) Ascertain system of Internal Check. 

(2) See that the Totals of the subsidiary Cash 
Books are correctly carried into the General 
Cash Book; check with Bank Pass Book, 
verify Balance, and count Cash in hand. 

(3) Vouch all Expenses. 

'4) Check all Postings in General Ledger. 

(5) Where Receipts are obtained from Deposi¬ 
tors for Withdrawals, examine the same. 

{6) Test thoroughly Postings from the Cash 
Book to the Depositors’ Ledgers. 

{7) Test calculations of Interest credited to 
Depositors. 

{8) Check the Balance Book to Depositors' 
Ledgers. This Balance Book is open to 
the inspection of all Depositors, and con¬ 
tains no names, but each Depositor has 
a special number attributed to him. The 
Auditor has to certify that he has examined 
all these Balances. 

( 9 ) Examine Depositors’ Pass Books with De¬ 
positors’ Ledgers, not accepting those offered 
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by the officials. It is usual for this exam¬ 
ination to be more or less continuous, 
so that at least 10% of the Pass Books are 
examined in the course of the year. 

<(10) See the National Debt Commissioners’ Ac¬ 
counts for Purchase and Sale of Stock, 
Transfers, Interest, &c. 

(11) Verify the amount with the National Debt 
Commissioners. 

^12) Verify the existence of all Assets, adopting 
the usual precautions. 
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§ 47. UNDERWRITERS’ ACCOUNTS. 

The following are the principal points in the 
audit of a Lloyd’s Underwriter’s Accounts :— 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, and agree 
Reconciliation Statement; obtain Certificate 

of Bank Balance. 

(4) Vouch Cash Book. 

(5) See that Dividends on Investments have 
been duly received. 

(6) Check all Cash postings. 

(7) Check casts of Premiums, Claims, Salvages, 
and Reinsurance Books. 

(8) Check the totals of these books to the 
Impersonal Accounts, and see that the 
Salvages, Claims, and Reinsurances are 
properly divided between their respective 
years. 

(9) Check the Casts of the Brokers’ Ledgers, 
and see that the Accounts are properly 
agreed from time to time, and check the 
balances on to the Schedules of Debtors 
and Creditors. 
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(10) Check differences written off the Brokers’ 
Ledgers, seeing that the same are not 
excessive. 

(11) Check the casts of the Private Ledger, 
and check balances. 

(12) Verify the existence of the Investments, &c. 

(13) Check the Underwriting Accounts, and see 
that the respective years are kept separate 
and distinct. 

(14) See Agreement between Underwriter and 
his Agent (if any). Ascertain the salary 
and commission payable, and how the 
charges are to be treated. 


Note. — Underwriters' Accounts are very tech¬ 
nical , and any one conducting an audit of this sort 
for the first time should make himself fully ac¬ 
quainted with the procedure of the business. The 
Underwriting Accounts are usually kept open 
three years, in order that all the Claims may be 
included as far as possible in the year to which 
they relate. Those interested in the subject should 
refer to the Authors’ Work “ Underwriters’ Ac¬ 
counts ” (Oee db Co. (. Publishers ) Ltd.). 


i 
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§ 48. WATER COMPANY. 

The following are the principal points in the 
audit of a Water Company’s Accounts:— 

(1) See Private Act. 

(2) Examine Regulations and Minute Books. 

(3) Ascertain system of Internal Check. 

(4) Cast Cash Book; get Certificate of Bank 

balance, and count Cash in hand. 

(5) Vouch Receipts with Collecting Books. 

(6) Vouch Payments. 

(7) Laid-on Book: 

(а) Check with certified copy of Valuation 
List for domestic supplies. 

(б) Check with Applications and Reports 
for “ Extras.” 

(c) Check Allowances, and see properly 
authorised. 

(d) Check Consumption by Meter with 
Meter Readers’ Books. 

(e) Check Builders’ and other special 
supplies with Meter Readers' Books 
and Contracts. 

(/) Check Ships’ supplies, if any, with 
Turncocks’ returns. 
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(8) Rental Ledger: 

(a) Check Debits and Allowances from 
Laid-on Book. 

(b) Check Cash from Cash Book. 

(e) Cast and check to Summary. 

(d) Check Total Impersonal postings. 

(e) Obtain Certificates from Officials or 
Owners as to voids. 

(9) Vouch Purchases, test analysis of Purchase 
Book, and examine Contracts. 

(10) Cast Stock Sheets, test prices, agree with 
Stock Ledger, and see properly certified. 

(11) Vouch Capital Expenditure, and obtain 
certified allocations between Capital and 
Revenue. 

(12) Ascertain that Expenditure on Maintenance 
and Renewals is charged to Revenue. 

(13) Verify Capital Receipts. 

(14) Verify Investments, and vouch Income 
received thereon. 

(15) Vouch Dividends, seeing that authorised 
rate is not exceeded, and agree with Share 
Capital issued 
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